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1976 HIGHLIGHTS 


FROM THE FINANCIAL STATEMENTS 


ET STN eee hae ie eet A ane Roen cote ei ee 


EYES OS OSE SOE OLA ca eee er ee Ae ok em = 7S OR Cee 


Share Capital and Surplus (see note) 00. 
Less attributed to shares held by wholly-owned subsidiary 
SBHAreMOMders o © QUIEY (SCO ANOLE) on, coi Ne ns ev ee 


PER SHARE COMPARISONS 


Nil pl DETR TT Slee oot lathe ale ce tyeaelh ety ken amt AM safe eee Meee 


1S aS Siete aah ed elt lhe nl ie RE, OO EN 


Note: 1976 based on equity subsequent to purchase and cancellation of 604,745 shares. 


1976 


$ 4,512,000 
$ 754,000 


$37,166,000 
12,437,000 
$24,729,000 


$ 2.40 
$ .40 


$19.09 


1975 


$ 7,908,000 
$ 933,000 


$40,516,000 
12,433,000 
$28,083,000 


PRESIDENT’S REPORT TO SHAREHOLDERS: 


THE YEAR IN REVIEW 


Once again, I have the pleasure of 
reporting to you on the activities of 
your Company for the past year which 
was generally a very good year. 


In 1976: 


1. We offered to purchase for 
cancellation shares of the Company 
at $12.00 per share, a substantial 
discount on book value and on 
management’s estimate of the value 
of such shares while at the same 
time affording shareholders an 
opportunity of realizing some or all 
of their shares at a greater price 
than the market had previously 
allowed. 604,745 shares were pur- 
chased in early January, 1977 
pursuant to this offer and a pro 
forma balance sheet reflecting this 
transaction has been included with 
our financial statements. 

2. We purchased in April, for approxi- 
mately $850,000, a half interest in 
Barrymore Carpet Inc. (formerly 
Toronto Carpet Manufacturing 
Company Limited). This company 
manufactures a range of carpet 
which it sells under the “Barry- 
more” name and under the names 
of its private label customers. High 
quality furniture is also manufac- 
tured and sold under the “Barry- 
more” name. 


3. We purchased between September 
and December for $1,853,000 a 
30% interest in Bad Boy Ap- 
pliances and Furniture Limited, 
which operates 36 retail stores in 


Ontario, selling appliances, furniture 


and carpet. 


4. We sold our investment in Venus 
Esterbrook Canada Limited in 
August (which we purchased in 
1972 for $563,000) for $850,000 
cash. 


5. We sold our investment in C.F. 
Haughton Limited in October (ac- 
quired in 1972 for $303,000) for 
$2,700,000 cash. 


6. In separate transactions, we sold 
the shopping centres in Saskatoon 
and Sault Ste. Marie, two small 
office buildings and a house in 
Winnipeg and raw land in St. 
Catharines and Winnipeg, all invest- 
ment properties forming part of the 
original Baxter portfolio. 

7. We sold most of our investment in 
Redlaw Enterprises Inc. in Novem- 
ber at a price of $3.99 per share, 
which compares with our average 
purchase price of $3.43 per share. 


The major achievement of 1976 was 
undoubtedly the increase in book 
value per share of 27% from $15.03 
to $19.09. The build-up of assets per 
share has always been the main 
objective of your Company since it 
became an investment holding and 
management Company in 1971. You 
will, therefore, be interested to know 
that from the end of 1971 share- 
holders’ equity per share has increased 
from $2.72 to $19.09, an increase of 
over 600%. Although not directly 
comparable, The Toronto Stock 
Exchange and Dow Jones Industrial 
indices showed a 1.4% decline and 
13% increase respectively over the 
same period, a performance similar to 
that of most of the major closed-end 
and open-end investment funds. 
Admittedly, 1972 was an exceptionally 
good year for book value per share 
improvement. However, the gain from 
the end of 1972 ($7.13) to the end of 
1976 ($19.09) was still 168% com- 
pared with declines in the T.S.E. and 
Dow Jones indices of 19% and 1.5% 
respectively over that period. 


cu 


In addition, earnings for the five 
fiscal years from 1972 to 1976 have 
been substantial, averaging over 

$5 million per year and dividends 
have been paid at increasing rates in 
each of those years. 


You will remember that in my report 
to you last year, I expressed my 
concern that the market price of the 
Company’s stock (which at that time 
was just over half of book value) had 
not reflected the growth in share- 
holders’ equity and substantial earnings 
over previous years. As a result, I 

said that it was one of management’s 
objectives to attempt to achieve a 
greater recognition of the true value of 
the Company as reflected in the 
market price of its shares over the year 
ahead. The recent share purchase 
offer has to some extent achieved that 
objective, although at the time of 
writing this report, the shares of your 
Company are still selling at an 
approximate 40% discount from the 
$19.09 book value attributed to such 
shares. 


1976 FINANCIAL PERFORMANCE 


As you will see in the financial section 
below, earnings for 1976 both on a 
per share basis and on an actual basis 
were lower than for 1975. However, 
as I have often stated in the past, it is 
very difficult for a company such as 
ours to be judged on a year by year 
basis from an earnings point of view 
because, by the nature of our business, 
earnings to a large extent will be 
governed by the timing of disposals of 
our investments. Changes in book 
value per share or average earnings 
over a period of years is a much better 
guide to our performance. 


The table below sets out the key 
indicators of the Company’s financial 
position. 


Gross revenue, including equity 
earnings, declined during the year 
because of sales of investments during 
1975 and 1976 which we account 

for by the equity method. The 1975 
sales included investments in Peoples 
Department Stores Limited and the 
two large Vancouver office buildings 
owned by our investment property 
subsidiary. The major investments sold 
in 1976 were Venus Esterbrook 
Canada Limited, C.F. Haughton 
Limited and Redlaw Enterprises Inc. 
Losses incurred by Immobilia Inc. 
(see page 6) also had a significant 
effect on gross revenue and earnings. 


(in thousands of dollars) 1976 1975 Change 
Gross revenue including 

equity earnings $ 1,634 $ 3,543 —54% 
Earnings before investment 

and extraordinary gains $ 794 $ 1,561 —49% 

Per share 42 .67 =3.1 Jo 
Net earnings for the year $ 4,512 $ 7,908 —43% 

Per share 2.40 3.39 —29% 
Shareholders’ equity at book 

value (1976 based on equity 

subsequent to purchase and 

cancellation of 604,745 shares) $24,729 $28,083 “2% 

Per share 19.09 15.03 +2170 


OUR 1976 SALES 


Our investments in Venus Esterbrook 
Canada Limited and C.F. Haughton 
Limited were sold in August and 
October, respectively, partly because 
we received for each what we 
considered satisfactory offers but also 
because both these companies had 
reached a stage in their development 
where we felt that their future 
expansion would be enhanced and 
improved under the ownership of 
their purchasers, Faber-Castell Inc. in 
the case of Venus Esterbrook, and 
Baton Broadcasting Inc. in the 

case of C.F. Haughton Limited. I 
understand that both companies are 
progressing well. They and their 
respective managements have our best 
wishes for their future success. 


You may be surprised at the relatively 
quick sale of our investment in Redlaw 
Enterprises Inc., having purchased 
40% of this company in September 
1975 and a further 20% in March 
1976. Redlaw was purchased partly 
because the price was very attractive 
but also because we thought that it 
would be a good vehicle through which 
to invest in the U.S. On reflection, the 
latter justification proved to be wrong 
because the Redlaw shares were 
selling on the American Stock 
Exchange at a substantial discount 
from their underlying net asset value 
and this discount would have been 
reflected in our own accounts which, in 
turn, would have presumably been 
reflected in the market price of our 
shares on The Toronto Stock 
Exchange — in effect, a double 
discount. We have now decided that 
any investments in the U.S. will be 
made directly by TALcorp. 


OUR 1976 PURCHASES 


Barrymore Carpet was in receivership 
when we purchased it, having lost over 
$5 million over the previous 5 years. 
Considerable change has been made to 
its management and to its operations 
and it is now operating on a profitable 
basis. 


We have found Bad Boy Appliances 
and Furniture Limited to have larger 
problems (particularly in the area of 
financial controls) than anticipated 
when we purchased our 30% interest. 
Significant improvements have been 
made in both controls and marketing 
strategy and we are hopeful that Bad 
Boy, which lost (before extraordinary 
items) $1.8 million in the 39 weeks to 
January 1, 1977, will again be 
profitable in 1977. 


OUR 1976 PROBLEMS 


Immobilia Inc., our 76% owned 
Montreal real estate subsidiary, has 
been a disappointment in that its 

losses for 1976 amounted to $830,000, 
which translates into 25¢ per TALcorp 
share. 


Part of this loss can be attributed to a 
weak real estate market due mainly to 
the political and economic situation in 
Quebec. As an illustration, Immobilia 
entered into a small residential 
development in 1976 in lower 
Westmount, Montreal which at the 
inception of the development was 
expected to yield a gross profit of 
$225,000. Due to cost escalation and 
a weak market, this projected gross 
profit became a loss of $450,000. 


Immobilia also had losses from its 
Southwest One project in Pointe Claire 
which did not achieve a satisfactory 
level of occupancy until near the end 
of the year — much later than 
originally anticipated. In addition a 
small loss was incurred by the 
writedown in the value of one of its 
properties held for resale. 
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MANAGEMENT 


Late in 1976 Mr. W. G. Peaker 
resigned as Vice-President, Secretary 
and a Director of the Company to 
become Vice President, Finance of 
Canada Wire and Cable Company, 
Limited. Mr. Peaker joined us in 

early 1972 and made a major contri- 
bution to the success of your Company. 
We were extremely sorry to lose him 
and we wish him every success in his 
new position which is both responsible 
and challenging. Mr. Richard W. 
Brissenden, who was Mr. Peaker’s 
assistant, is now Vice-President and 
Treasurer of your Company. 


In July 1976, Mr. George H. 
Montague joined your Company as 
Vice-President and Secretary. Perhaps 
it is more accurate to say that 

Mr. Montague has rejoined your Com- 
pany for he was a Vice-President of 
UNAS Investments Limited at the time 
of the acquisition of that company in 
1971. He left us in 1972 and has since 
held a senior position with another 
investment company — we welcome 
his return. 


1977 OUTLOOK 


This is always the most difficult section 
to write as we do not have a crystal 
ball and therefore do not know what 
investment opportunities may turn up 
tomorrow. However, as you can see 
from the balance sheet, we are in an 
extremely strong financial position 
with virtually no debt and a substantial 
portfolio of easily disposable listed 
investments, so we are in an excellent 
position to take advantage of any good 
investment opportunities that may 
arise. We would obviously like to see 
some improvement in the retail market 
for hard goods which would help our 
Bad Boy investment and we would 
also like to see an improvement in the 
political and economic climate which 
would help our Alliance Building and 
Immobilia subsidiaries. In any event, 
your Company has performed con- 
sistently well over recent years despite 
the extremely poor economic condi- 
tions and, subject to unforeseen events, 
we look forward to presenting to you 
reasonable earnings and an improve- 
ment in asset value for 1977. 


PWS 


ROBERT SMITH 
Chairman and President 


FIVE-YEAR FINANCIAL REVIEW 


1975 


(note 1) 


(in thousands of dollars) 1976 
Earnings before investment and extraordinary gains ...... $ 794 
Pertshare ttn Send Bese enh be eee ee ee 42 
Netigain ‘om. disposal or investiments-. 5... tee ee $ 2,379 
Pershore Stok toc ans piau eee oh ee ee 127 
Exifaord inary gaint, nets vee ct, eek OSs 8 ee en ee $ 1,339 
Pet: SHALE pecan alk ek ae eA ee ohh 
Net earings for. the year 2 eC Ac eG So eee $ 4,512 
Per shaté 8. Sie Gi tas co eee 2.40 
Cash‘ dividends paid — ma. 5 cn bie bate ee ene $ 754 
POrsSWATS 6027) ferent yaa feenen-u nalts eee ee 40 
Shareholders’ equity (note 2) at book value ................... $24,729 
Per-share iii d Racine aeiccs Dh. ahawet on eet eee 19.09 
Common shares (adjusted for sub-division and 
conversions): 
Werehted averave< ful MUL hie ok oo eae eee 1,876 


Outstanding: at end. of (year (note. 2) {5 eee ee 15295 
Price range on TSE =a $11.75-7.00 


$ 1,561 
67 
$ 1,892 
81 
$ 4,456 
1.91 
$ 7,908 
3.39 


age Rie. 
39 


$28,083 
15.03 


2,333 
1,868 


1974 


$ 2,943 
9 


8205 
.O5 


$ 1,002 
OF 
$ 4,150 
ih 
SHKO39 
DE 
$33,541 
9.00 


3,728 
33728 


$3,523 
195 


«eupel vey, 
nih) 


$30,561 
8.20 


33728 
3,128 


$26,583 
7.13 


Bes oe, 
3,728 


$9.75-4.30 $8.25-3.40 $19.50-7.00 $18.75-6.13 


Notes: 


1, Per share figures for 1975 and 1976 reflect the deduction of 1,860,000 shares 
of the Company held by its subsidiary, Toronto and London Investment 
Company Ltd. 

Da ae based on equity subsequent to purchase and cancellation of 604,745 
shares. 
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SUMMARY OF MAJOR INVESTMENTS 


Approximate 
Equity Interest 
at December 31, 
Business 1976 
Real Estate Group 
Mid-Continent Property Group Limited Real estate services, development and investment 100% 
and mortgage loans 
Alliance Building Corporation Limited+ Real estate investment, development and 62% 
: construction 
Immobilia Inc. Real estate investment and development 76% 
Barrymore Carpet Inc. Manufacture and distribution of carpets and 50% 
Barrymore Carpets & Furniture furniture 
Bad Boy Appliances and Furniture Limited* Retailers of household appliances and furniture 30% 
Bad Boy Carpet Retailers of carpeting 
Peoples Department Stores Limited+ Retailing 9% 
Redlaw Enterprises Inc. Holding company 9% 


Listed on The Toronto Stock Exchange and the Montreal Stock Exchange 
*Listed on The Toronto Stock Exchange 


tListed on the American Stock Exchange; investment decreased from 60% to 
9% in November 1976 


REVIEW OF MAJOR INVESTMENTS 


MID-CONTINENT PROPERTY 
GROUP LIMITED 

This wholly-owned property investment 
subsidiary, continuing its policy of 
disposing of its investments, sold its 
shopping centres in Saskatoon 
(Saskatchewan) and Sault Ste. Marie 
(Ontario) during 1976. It is now left 
with shopping centre complexes in 
Winnipeg (Manitoba) and Brantford 
and Chatham (Ontario). All these 
shopping centre operations improved 


their rental income and earnings during 


the year. 


The $950,000 mortgage loan on the 
Corbloc building in downtown St. 


Catharines (Ontario) remains in default 


but as mentioned in last year’s report 
appropriate provisions have been made 
against a possible loss. 
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ALLIANCE BUILDING 
CORPORATION LIMITED 
Alliance is engaged, through subsidia- 
ries, joint ventures and partnerships 
with others, in the development of 
revenue producing properties, con- 
struction and sale of residential, 
industrial and commercial properties 
and land banking operations mainly 
in the Toronto area. 


Alliance’s recently announced financial 
results for the year ended December 
31, 1976 showed net earnings of 
$311,736 (15¢ per share) compared 
with $695,259 (44¢ per share) in 1975. 
Cash flow was $1.3 million (59¢ per 
share) compared with $2.9 million 
($1.85 per share) in 1975. Alliance’s 
earnings performance continues to be 
adversely affected by a weak real 
estate market and by the company’s 
excessively high debt structure which 
is being reduced by the programme, 
begun in late 1974, of selling non- 
essential real estate holdings. 

Although improvement has been made, 
the King Square industrial building 
and the Oakdale Professional Building 
are still not leased to a break-even 
point and their substantial carrying 
costs were charged to rental property 
operations in accordance with the 
company’s accounting practices during 
all of 1976 compared with only the 
final quarter of 1975. Interest costs 
remained high during most of 1976 
and contributed to the lower level of 
earnings. 


The 1977 outlook remains clouded by 
the costs of carrying the substantial 
land inventory and the high vacancy 
level in King Square and Oakdale. 
However, Alliance’s stability has 
improved each year and its manage- 
ment is confident that the potential of 
this company will begin to be realized 
in early 1978. 
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IMMOBILIA INC. 


Immobilia is a Montreal based real 
estate investment and development 
company. Its holdings include the 
Avis Building, an office property in St. 
Laurent, Quebec, and a 50% interest 
in Southwest One, a mixed residential 
and commercial development in the 
City of Pointe Claire, Quebec. 


The Avis Building, with 117,000 
square feet, has an estimated current 
market value in excess of $3 million 
and a book value of $1,680,000. 


Southwest One, comprising 561 
apartment units, 101 townhouses and 
78,000 square feet of commercial and 
retail space, has now attained a more 
satisfactory level of occupancy and 
operating results are expected to show 
a major improvement in 1977. 


During the year Immobilia developed 
11 townhouses in lower Westmount, 
Montreal, but a combination of cost 
overruns and a weak real estate market 
in Montreal resulted in a substantial 
loss on this development. Six of the 
eleven townhouses have now been 

sold and the balance have been written 
down to estimated realizable value. 
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BARRYMORE CARPET INC. 


Barrymore, which changed its name 
from Toronto Carpet Manufacturing 
Company Limited during the year, is 
an old established company with 
operations dating back to 1891. It 
produces a wide range of carpet 
products which are distributed under 
its own Barrymore name and other 
private labels. A wholly-owned 
subsidiary manufactures high quality 
custom home furniture which is also 


distributed under the Barrymore name. 


Your Company and D.B. Diversified 
Limited (a strong national distributor 
of carpet products) each acquired, in 
April 1976, half of the outstanding 
shares of Barrymore subsequent to the 
filing by its unsecured creditors of 
proposals under the Bankruptcy Act. 
The management, manufacturing 
operations, product lines and distribu- 
tion methods of the company’s carpet 


business were all restructured following 


the acquisition and we are pleased 
that a small profit was earned by 
Barrymore in the second half of the 
year. 1977 projections indicate a 
satisfactory improvement in earnings. 


The Barrymore furniture operations 
with sales in 1976 of $2.4 million 
remain sound and profitable. 


BAD BOY APPLIANCES AND 
FURNITURE LIMITED 


In December 1976 your Company 
completed the acquisition of a 30% 
interest in Bad Boy Appliances and 
Furniture Limited. D.B. Diversified, 
our partners in the Barrymore Carpet 
acquisition, also purchased a 30% 
interest. Bad Boy operates 36 retail 
stores in Ontario selling appliances, 
furniture and carpet and its shares 
are listed on The Toronto Stock 
Exchange. 


Comment on the current position of 
Bad Boy can be found in the 
President’s Report on page 6. 
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AUDITORS’ REPORT 


To the Shareholders of 
TALcorp Associates Limited: 


We have examined the consolidated 
balance sheet of TALcorp Associates 
Limited as at December 31, 1976 and 
the consolidated statements of earnings, 
retained earnings and changes in 
investments for the year then ended. 
For TALcorp Associates Limited, its 
consolidated subsidiaries and the 
unconsolidated accounts of Mid- 
Continent Property Group Limited 
(formerly Slater, Walker Properties 
Limited), our examination was made in 
accordance with generally accepted 
auditing standards and, accordingly, 
included such tests and other 
procedures as we considered necessary 
in the circumstances. For other com- 
panies included in these financial 
statements, all of which are accounted 
for by the equity method, we have 
relied on the reports of the auditors 
who have examined their financial 
statements. 


12 


In our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as 
at December 31, 1976 and the results 
of its operations and the changes in 
investments for the year then ended in 
accordance with generally accepted 
accounting principles applied on a 
basis consistent with that of the pre- 
ceding year. 


We have also examined the consoli- 
dated pro forma balance sheet of the 
company as at December 31, 1976, 
the basis for the preparation of which 
is set out in Note 1 to the financial 
statements. In our opinion, the pro 
forma consolidated balance sheet 
presents fairly the financial position of 
the company after giving effect to the 
transactions described in Note 1 to the 
financial statements. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


Toronto, Canada, 
February 28, 1977. 
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CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


Year ended December 31, 1976 (with comparative figures for 1975) 


STATEMENT OF EARNINGS 


1976 1975 
Financial income including interest, fees, trading gains and dividends .................... $1,189,159 $1,956,077 
Equity in net earnings, before extraordinary gain, of associated and 
unconsolidated subsidiary companies involved in: 
PUGH AIR OCLIMILICC Me Ana dee TR ee cee GMT eh Lt em NCI PENS, 794,249 670,927 
PRO AIC SEALE VACEIVATIOS Soh tae termes her R Re ae You ht eh OF A MRED cee onl iy (349,903) 477,388 
SC OMAICICIAIBACLIVISICS in ay  BIeMNOR R Caer ALA Jace 1 cM eR ya ely oe — 439,000 
4 SEEDERS. Ae 
Gross revenuen including equity Catnines .c eclmds eS Alawle Seiad siele 1,633,505 3,543,392 
BR PCLISe SMOLIN MMe uan eT. Thre eR Cas Ca A AY Te IN ROA eee a tices 839,583 1,982,936 
Earnings before net gain on disposal of investments and extraordinary gain .......... 793,922 1,560,456 
Net gain on disposal of investments (note 3(f)) o0000000000oocccoocccccccccceccccceceeveveveeteceees 2,379,385 1,891,936 
Extraordinary gain representing net profit on disposal of investment properties 
Dynconselidated acaleestate: Subsidiary...) id el tees eet 1,339,004 4,455,663 
INC e armiIMOSOEsI er VeOL. 241) eS V See eels), chia, See aed net te I $4,512,311 $7,908,055 
Earnings per share 
Earnings before net gain on disposal of investments and extraordinary gain ........ $ .42 $ .67 
i Cree mr OMVGIsDOSAL- Ob IMVeStINE Us 70 ne 7402 wel whee hae Cana stn c teees 1.27 81 
“ETE 2a TV CS UL) PON A Ca lor ec RS hy Une A 0) et fk BOL 
Weta MERE VC AIMEE ot) mee aed atl oleate Ue el et A wa tes $2.40 $3.39 
STATEMENT OF RETAINED EARNINGS 1976 1975 
BALANCE AtADe SHINO FOL VVEAT Heras See! caer t mle he Phe per eo MaR NN bol a ed” by $21,035,575 $14,060,473 
PNG ine SEMIMPSHOL THEW C ATi eee fc oc nesting eet oe en CI ee 4,512,311 7,908,055 
25,547,886 21,968,528 
DET ACME MNES UR ORES eee A PAO tree ey oe Se eRe OMIA aren OAV aicadh davdcen oh 753,718 932,935 
Balancer cCudiOiVcarawiaye, centre ies nny eae alten et erty alot gl ey $24,794,168 $21,035,575 


(See accompanying notes to consolidated financial statements) 
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CONSOLIDATED BALANCE SHEET 
December 31, 1976 (with comparative figures at December 31, 1975) 


ASSETS 


Investments (note 3): 
Associated companies — 
Quoted: shares:.at-equity.<.: 235... seh eee ene een eee 
Unquoted-shares -at equity <7): 5 ee ee ee ee 
Notes. receivable; at: Cost —....0c3. ae eee 


Unconsolidated subsidiary companies — 
Unquoted: shares; at. equity 2705 oe. ee ee 
Debentures, at COst’ tics. ee 


Portfolio — 
Quoted securities, ‘at the lower of costandimatket.. ee 
Unquoted shares, at the lower of cost and estimated realizable value .. 


Total investments. 9.5.60 fs ass ee ee ee ee 
Trading securities, at the lower of cost and market (note 3(c)) .................. 
Cash’: and. short-term (‘deposits <4...) ee ee 
Short-term advances to related companies 0000000... 
Notes and accounts receivables ...c..c.. 3. ee 
Deferred income:taxes 3.0.45 0.055 ke ee 
Other 


1976 
Pro Forma 


(note 1) 


$ 1,852,955 


$78,881 
115,659 


2,847,495 


13,095,552 


13,095,552 


4,091,010 
826,231 


4,917,241 


20,860,288 
850,375 
530,840 
816,990 

1,441,837 
514,800 
193,444 


$25,208,574 


1976 
Actual 


S$ 15852,955 
878,881 
£155659 


2,847,495 


13,095,552 


13;095,902 


4,091,010 
$26,231 


4,917,241 


20,860,288 
850,375 
7,919,183 
816,990 
1,441,837 
514,800 
193,444 


$32,596,917 


1979 


$ 3,367,493 
1,208,998 


4,576,491 


12,724,178 
1,500,000 


14,224,178 


2,828,688 
666,598 


3,495,286 


22,295,955 
1,660,246 
4,450,283 
1,071,401 

797,915 
340,945 
213,125 


$30,829,870 


(See accompanying notes to consolidated financial statements) 
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1976 


Pro Forma 1976 
LIABILITIES (note 1) Actual [979 
Accounts payable and accrued charges 20000.....0.. oo occcccccccceeeeeteeeetees $ 479,102 $ 479,102 $ 1,891,561 
BVO IBCREALES YOAV AO iy Aah 82 ee ei: tng hs chen cp 2d op asa ans eee tot — — 855,657 
SCTE SCE aah ce ote nape ac te RU ie ie tet ar oe ee Ee 479,102 479,102 2,747,218 
SHAREHOLDERS’ EQUITY 
HATE TE ADI abate 4 Uwe Ri oc ee Amante. elena teil ices caw cdma OOM 12,147,786 14,476,054 14,195,734 
MP EIAO MLC LN SIRE DING Mech re nee oe tc cadre ina hip aie ests tal ate naan MER 4,434,735 5,284,674 5,284,674 
eS CAAUNPO CE OPA TIMERS fos 5 eo Nan. Bi Pek ad espa yp akin ee eee eas Bea Motes 20,584,032 24,794,168 BLOBS. Sao 
37,166,553 44,554,896 40,515,983 
Less the carrying amount of the Company’s shares held 
by a@conmsolidated subsidiary (Note 4(a)) oe rset ache eemhadnieeeeste nea coe 12,437,081 12,437,081 12,433,331 
otalesuarenolders <eQuity<: 33.0263 k NL rls hee gee di 24,729,472 SA CS aS 28,082,652 
$25,208,574 $32,596,917 $30,829,870 
On behalf of the Board: 
ROBERT SMITH, Director 


GEORGE H. MONTAGUE, Director 
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CONSOLIDATED STATEMENT OF CHANGES IN INVESTMENTS 


Year ended December 31, 1976 (with comparative figures for 1975) 


Source of investment funds 


Farnings from operations - so, 3.2) oer en a eee pa ee ee ere 


Less equity in net earnings, before extraordinary gain, of associated 


and unconsolidated subsidiary companies net of capital gains tax .. 


Proceeds on disposal: ofsinvestments (s.0o.0 oor ener eee ene 
Decreasé: in “trading. Securities 7. ee eee 
Decrease in short-term advances to related companies ...................... 
Increasé in issued share: capitals 24 ey, oho ee 


Dividends from associated and unconsolidated subsidiary companies 


Miscellaneous (met) bs2h cites. oi... Ube eee Re a ee ee 


Deduct: 


Company’s shares held by a subsidiary at date of acquisition .......... 


Less excess of net tangible assets acquired over purchase price of 


Company’s investment in shares of the subsidiary .......................... 


Increase in’cash’ and. short-term! deposits.) a... 2 eee ee 


Decrease in accounts payable 
Dividends paid 


Miscellaneous (net) 


Funds used for investments 
Investments at beginning of year 
Add (deduct): 


Equity in net earnings of associated and unconsolidated subsidiary 


companies. less; dividends:receiyed. 5.44.4... ean ae eee ee 


Carrying amount of investments sold 


Decrease’ in income taxes: payable = (22 ue. 2 hee ee ee mer er 
Increase in notes and accounts. receivable. see ee) eee eee 


Repayment of bank indebtedness and term loan i. 


Recovery of (provision for) decline in market value of investment portfolio ...... 


Investments at end of year 


1976 


$ 793,922 


582,607 


211,315 
10,616,706 
809,871 
254,411 
280,320 
175,500 


12,348,123 


3,468,900 
1,412,459 
1,029,512 
753,718 
643,922 
18,354 


7,326,865 


5,021,258 
22,295,955 


1,746,111 


(8,835,364) 


632,328 
$20,860,288 


1975 


$ 1,560,456 


1,290,114 


270,342 
23,381,638 


4,316,767 
439,639 


28,408,386 


13,650,565 


1,217,234 


12,433,331 


3,222,071 


932953 


4,765,000 


21,3593;395 


7,055,031 
34,244,061 


1,429,010 


(19,014,411) 
(1,417,736) 
$22,295,955 


(See accompanying notes to consolidated financial statements) 


16 


ch 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


December 31, 1976 


1. PRO FORMA BALANCE SHEET 


On December 17, 1976, the Company made a tender offer to its 
shareholders for the purchase for cancellation of up to 500,000 of its 
own issued and outstanding shares at a price of $12 cash per share, 
subject to certain terms and conditions including the acceptance at the 
Company’s option of additional shares if more than 500,000 shares 
were deposited. In January 1977, 604,745 shares were purchased for 
cancellation pursuant to the tender offer, thereby reducing short-term 
deposits and shareholders’ equity by $7,388,343 and the number of 
shares outstanding to 1,295,381, after deducting the 1,860,000 Class C 
shares of the Company held by a wholly-owned subsidiary (note 4(a)). 
The pro forma balance sheet as at December 31, 1976 reflects this 
transaction, with the cost of the shares purchased (including expenses) 
allocated to shareholders’ equity as follows: 


Shanegcapitaleymmern es ttt. ape hmiee tery: $2,328,268 
Contributedisurplismecwe eee 849,939 
IRetaimedmeannin ese aes e sates cea 4,210,136 

$7,388,343 


2. BUSINESS OF THE COMPANY AND 
ACCOUNTING POLICIES 


TALcorp Associates Limited is an investment and holding company 
and its directors have determined at a meeting of directors, and 
recorded in the minutes of such meeting, that the foregoing is the 
only class of business conducted by it. Its wholly-owned financial 
subsidiaries conduct a financial and management services business 
and a securities trading operation. For financial statement purposes, 
this group of companies is herein called the “Company”. The 
Company holds interests in a number of long-term investments and 
trading securities which are described as follows: 


Associated companies — companies 50% or less owned which are 
operated autonomously and in which the Company has significant 
influence. 


Unconsolidated subsidiaries — companies more than 50% owned but 
which are operated autonomously and whose business operations are 
not primarily of a financial nature. 


Portfolio investments — investments in quoted and unquoted equity 
and debt securities of companies less than 50% owned in which the 
Company exerts no significant influence. 


Trading securities — quoted and unquoted securities purchased with 
the intention of holding them for the short term. 


BASIS OF PRESENTATION of the financial statements of the 
Company and the above investments is summarized as follows. 
The accounts of TALcorp Associates Limited are consolidated with 
its financial subsidiaries only. Investments in associated companies 
and unconsolidated subsidiaries are accounted for by the equity 
method whereby the investments are initially recorded at cost and 
carrying amounts are adjusted to recognize the Company’s share of 
earnings or losses and capital transactions since acquisition and 
reduced by dividends received. Capital gains taxes are accrued on 
adjustments to investments accounted for by the equity method; the 
carrying amounts of such investments are reduced by the capital gains 
tax accruals; the provisions with respect to equity earnings or losses 
are included with income tax expense while capital transactions are 
reflected net of such provisions. 
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Additional financial information with respect to these investments is 
provided in the notes to the financial statements. All significant 
inter-company transactions are eliminated. Since the Company’s 
business is primarily investment holding and accordingly financial in 
nature, the basis of presentation outlined above is considered to be 
nore informative than a full consolidation incorporating the 
non-financial subsidiaries. 


Quoted portfolio investments and trading securities are carried at 
the lower of average cost and market as determined by comparing 
the aggregate cost of each category with its respective aggregate 
market value. Prior years’ provisions for decline in market value 
which are no longer required are returned to income. Market values 
are based on the last reported sale or closing bid price on security 
exchanges or over-the-counter markets. 


The aggregate market value of quoted investments by category is 
detailed in the notes to the financial statements. Unquoted portfolio 
investments are carried at the lower of cost and estimated realizable 
value. 


ACQUISITIONS OF INVESTMENTS have been recorded on the 
purchase basis of accounting. The difference, if any, between the 
purchase price of an acquisition and the acquired interest in net 
tangible assets at estimated fair value will be amortized to earnings 
over a reasonable period of time. 


EARNINGS PER SHARE are computed on the basis of the weighted 
average number of shares outstanding in each year after deducting 
the shares of the Company held by a wholly-owned subsidiary. 


3. INVESTMENTS 

(a) Acquisitions 

(i) Effective March 31, 1976, the Company acquired an additional 
475,000 common shares (representing a 20% interest) of Redlaw 
Enterprises Inc., a U.S. public holding company with wholly-owned 
operating subsidiaries in the heavy equipment sales and leasing 
business, for U.S. $1,425,000 cash bringing the Company’s total 
holding to 1,388,000 (60%) of the outstanding common shares of 
Redlaw. On November 5, 1976, the Company sold 1,188,000 of these 
shares. The remaining 200,000 common shares are now carried as a 
quoted portfolio security. 

(ii) Effective May 31, 1976, the Company and a partner each 
acquired a 50% equity interest in Barrymore Carpet Inc. (formerly 
called Toronto Carpet Manufacturing Company Limited), a 
manufacturer and distributor of carpets and furniture, for 

$850,131 cash. 

(iii) In December 1976 the Company completed the acquisition of a 
30% equity interest in Bad Boy Appliances and Furniture Limited, a 
public company listed on The Toronto Stock Exchange and a retailer 
of home furnishings, for $1,852,955 cash. 

(iv) The acquisitions of the above companies have been treated on 
the purchase basis of accounting and the acquisition equations were 
based on their financial statements at the respective acquisition dates, 
as follows: 


Redlaw 
Enterprises 
Inc. 
Date of Acquisition: equation =i5 75 ci eeeicae Sis ee cee ee March 31 
Tangible assets at book value oi. 2.025-ch coon Sorte hee ete ie pee ha $9,461,508 
Less liabilities‘at book: Value coco Ee Cee eer ee 535,648 
Net tangible assets. at. book ‘valine ixc1:. pica eee $8,925,860 
Percentage:interest:acquired) feiccssgtawisc Seite DRE a ee 20% 
Company’s interest in net tangible assets at book value .oo...0...0.00.oocecccecceeeeceeesseesereeee $1,785,172 
Adjustment required to state net tangible assets at estimated fair value ............00000..0000.0.. — 
Company’s interest in net tangible assets at estimated fair value .....0.000.....0000.ccccccceeceeeeeeeeee 1e785-l 
Excess of interest in net tangible assets over purchase consideration of investment .......... 369,974 
Purchase’ consideration: paid: inj cashtyn secs eee $1,415,198 
In accordance with generally accepted accounting principles, the 
excess of interest in net tangible assets over purchase consideration 
of investment in Redlaw was deducted from its non-monetary assets. 
(b) Analysis of investment in shares of associated and unconsolidated subsidiary companies: 
Approximate 
Equity 
Interest 
% 


Barrymore 
Carpet Inc. 
May 31 

$7,662,479 
6,331,000 
$1,331,479 
50% 
$ 665,740 
184,391 
850,131 


$ 850,131 


1976 


Carrying 
Amount 
at Equity 


Associated companies — 
Quoted shares: 


Bad’) Boy Appliances'and: Furniture Limited eens ee eee 30 
Redlaw ‘Enterprises: Inc 20 eek ee cr ee noes — 


Unquoted shares: 


Batrymore Carpet Ines Serre eer Ree re ee ee ee 50 
C. F. Haughton Limited 


Unconsolidated subsidiary companies — 
Unquoted shares: 


Mid-Continent Property Group Limited’ .\.,...0.0)- ee ee 100 


ImMODb a VNC! Sie asses ese eae ea ea 76 
Venus Esterbrook ‘Canada Limited 000 be ee ee — 
(c) Market values of quoted investments and trading securities: 
December 31,1976 
Carrying Market 
Amount Value 
ASSOCiatedscompanlesmaloted Shanes rea e anette nn ene $1,852,955 $1,860,000 
Quoted portfolio isecurities— 3-5 tee ee eee 4,091,010 4,117,000 
‘Trading securities -9 0, ceva tea rat) ee ee eee 850,375 862,000 


The market values of the Company’s investments do not necessarily 
represent the value of entire blocks of investment holdings which may 
be more or less than the value indicated by market quotations. 
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$1,852,955 


$1,852,955 


$ 878,881 


$ 878,881 


$12,011,327 
1,084,225 


$13,095,552 


Bad Boy 

Appliances 
and 
Furniture 
Limited 

December 31 
$24,803,518 
20,235,907 


$ 4,567,611 
30% 


$ 1,370,283 
482,672 


1,852,955 


$ 1,852,955 


1975 


Carrying 
Amount 


at Equity 


3,367,493 
$ 3,367,493 


$ — 
1,208,998 
$ 1,208,998 


$10,510,079 
LS J.3o0 
656,702 


$12,724,178 


December 31, 1975 


Carrying 


Amount 


$3,367,493 
2,828,688 
1,660,246 


Market 
Value 


$2,206,000 


2,832,000 
1,664,000 


(\a 


CORD 


(d) The following is a comparative summary of financial data for extracted from their audited financial statements at that date: 
unconsolidated subsidiary companies held at December 31, 1976, 


SUMMARIZED BALANCE SHEET 


GUrrentiaSSetSee cnet eke oct Bee ee ee 
Mortgages and loans receivable |.......................000.... 


Investment in real estate — 


Revenue producing properties .....................0000000.. 
Real estate under construction........0.0......0..:ccece 
Land held for development or sale ...................... 
OUINCT PASSES teeter ees ise ce ae ay eat ed Neato ahtice 


CurrenteliabilitieSsy eee ee a ee uh veo 
ION PLE EGE D tan eee a oe nee ok ins. 
Defermed income taxesig oy .cc cee seeacce ac eee Asean teen 
INGIHOLTIY: SUODCSE Ot > 284 SSS eo eee ha ee 


Shhanenolders:m equity. ook seeks chee son ieee kccseuiieoonec 


SUMMARIZED INCOME STATEMENT 


KTROSSBNCV.CTILIC Me es eee eee era ee ee ee eae ek ae 


Earnings (loss) before the following .......................... 


Deduct: 


Interestion long-term: debt .o.....c.seeceseeceeecrocgeneeneee> 
Depreciation and amortization ............00....000.0.... 
ITYCOME ML AXES ten UAGh., hue RO em de en ne eee, 


Net earnings (loss) before extraordinary gains 


Extraordinary gains (net of income taxes — 
$210,000; 1975 — $908,000) .............00 ee 


PerCenta CeO WCU aie ere ce erat eee Oe eee ee, 


NOTES: 


(i) These unconsolidated subsidiary companies follow generally 
accepted accounting principles and their accounting policies and 


1976 1975 
Mid-Continent Mid-Continent 
Property Property 
Group Immobilia Group Immobilia 
Limited (ii) Inc. Limited Inc. 
$ 4,555,000 $ 567,000 $ 1,667,000 $ 657,000 
22,003,000 — 25,294,000 — 
29,360,000 10,170,000 33,677,000 6,007,000 
4,864,000 696,000 5,757,000 4,748,000 
42,150,000 1,054,000 41,804,000 731,000 
pO ee 2 12,000 273,000 
_104,701,000 12,840,000 _109,111,000 _ 12,416,000 
27,975,000 3,084,000 24,027,000 1,506,000 
52,281,000 8,816,000 62,084,000 9,109,000 
7,890,000 — 8,435,000 31,000 
4,860,000 Aer 4,919,000 — 
23,006,000 11,700,000 eb hl pA 0556000 
$ 11,695,000 $ 940,000 $ 9,646,000 $ 1,770,000 
$ 24,600,000 $ 2,260,000 $ 37,505,000 $ 1,828,000 
$ 3,956,000 $ (47,000) $ 5,707,000 $ 772,000 
2,801,000 775,000 3,217,000 701,000 
417,000 99,000 445,000 64,000 
532,000 (91,000) 1,406,000 31,000 
3,750,000 783,000 5,068,000 796,000 
$ 206,000 $ (830,000) $ 639,000 $ (24,000) 
$ 1,752,000 $ 5,629,000 
100% 76% 100% 16% 


Building Corporation Limited. The total investment in Alliance, 
including the Company’s share of earnings and capital transactions 


standards of financial disclosure are substantially in accordance with less dividends received since acquisition, is $10,617,000. Current 
the recommendations of the Canadian Institute of Public Real Estate market value of the investment in Alliance, which does not necessarily 
Companies. represent the value of the entire holding, is $7,760,000 at December 


(ii) The accounts of Mid-Continent Property Group Limited (formerly 31, 1976. 
Slater, Walker Properties Limited) include the accounts of Alliance 


(e) Analysis of earnings, before extraordinary gain, from investments: 


FASSOCIALCM COM PAanics mre ee ee aay ete ae 
Wnconsolidated subsidiaries=4.-....6 ee 
PortioliounvestmentS ten oar eco tosh ee on et 


TCG eh ee rr tee tre ime ed gah es. fle JI ee 
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Total of 
Financial : 
Financial Equity Income and Disposal of 
Income Earnings Equity Earnings Investments 
$ 56,875 $480,474 > Bee fA $1,144,156 
347,759 (36,128) 311,631 364,939 
154,980 — 154,980 870,290 
629,545 — 629,545 — 
$1,189,159 $444,346 $1,633,505 $2,379,385 


(\a 


(f) Analysis of net gain on disposal of investments: 


1976 1975 
Proceeds:on. disposal o-8.0.Sscg. ee $10,616,706 $23,381,638 
Deduct: 
Carrying amount of investments sold .... 8,835,364 19,014,411 
Taxes on excess of proceeds over 
CanhyingeamOUnt sere oe eee 121,285 1eS2555) 
(Recovery of) provision for decline in 
market value of investment 
portfolio (net of income tax 
recovery of $87,000; 
1975'—= $95,000) Sterne eee (719,328) 1,322,736 
8,237,321 21,489,702 


Net gain on disposal of investments ...... $ 2,379,385 $ 1,891,936 


4. SHARE CAPITAL 


(a) Pursuant to a special resolution passed at a Special General 
Meeting of Shareholders of the Company on November 18,1976, and 
a Certificate of Continuance dated December 13, 1976, the Company 
was continued under the Canada Business Corporations Act and the 
Articles of Continuance reorganized its share capital from common 
shares into Class A convertible common shares without nominal or 
par value (“Class A shares”), Class B convertible common shares 
without nominal or par value (“Class B shares’) and Class C 
convertible non-voting participating shares without nominal or par 
value (“Class C shares’’), which shares are inter-convertible on a 

one for one basis. 


The 1,860,000 common shares of the Company held by the 100% 
owned subsidiary, Toronto and London Investment Company Ltd., 
were changed into Class C shares. The balance of the outstanding 
common shares was changed into Class A shares. A summary of the 
Company’s share capital is as follows: 


1976 1975 


Authorized: 


1976 — Under the Articles of Continuance 
there is no restriction on the maximum 
number of shares that the Company 
is authorized to issue. 

1975 — 7,500,000 common shares 


Issued: 
1,900,126 Class A convertible common 

shares and Class B convertible 

COMMON Shakeses ee ee $ 7,314,750 
1,860,000 Class C convertible 

non-voting participating shares 
3,728,466 common shares 


7,161,304 


$14,195,734 


$14,476,054 $14,195,734 
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Dividends paid on the Class A shares and Class C shares will be 
normal taxable dividends, whereas the Board of Directors of the 
Company will have the option of declaring and paying dividends 
on the Class B shares out of 1971 capital surplus on hand. 


(b) The Company has reserved 68,340 Class A shares for its Key 
Employee Stock Option Plan. Options granted under the Plan may 
be exercised on a cumulative basis at 20% per annum commencing 
one year subsequent to the date of grant and expire six years 
subsequent to such date. On September 13, 1976, options to acquire 
31,660 of the above shares were exercised for a cash consideration 
of $280,320. 


Options outstanding at December 31, 1976, are as follows: 


Year Option Outstanding 
Granted Price December 31, 1976 
1972 $9.00 1,700 
1973 9.00 7,200 
1975 9.00 1,760 
1975 8.00 12,880 
23,540 


Of the outstanding options, 16,300 are held by directors and officers. 


5. DEPRECIATION, INTEREST AND INCOME TAXES 
Expenses include the following: 


1976 1975 
Interest 
Term, loan: 23 ee ee $ — $153,000 
Other hae Ree ee 18,000 86,000 
Income taxes 
Onvtoperatingsearinese eee (65,000) 127,000 
Onvequity adjustments). ee (138,000) 297,000 
Depreciation. (ta ee ere 31,000 33,000 


6. ANTI-INFLATION LEGISLATION 


The Company is subject to the dividend restriction provisions of the 
Anti-Inflation Act and Regulations. 


7. LITIGATION 


In an action commenced in May 1975 in the Supreme Court of 
Ontario by Mr. David Satok, the registered owner of 100 shares of 
the Company, it is alleged that the purchase of shares in Toronto and 
London Investment Company Ltd. by the Company in 1975 was 
invalid and that the transaction should be set aside. The Company is 
defending the action and, having regard to the advice of its legal 
counsel, is confident that the action will not succeed. 
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TALCORP ASSOCIATES LIMITED 
INTERIM REPORT 


SIX MONTHS ENDED JUNE 30, 1976 


TALCORP ASSOCIATES 
INTERIM REPORT ro: se simon 


CONSOLIDATED 
STATEMENT 

OF 

EARNINGS 
AND 

RETAINED 
EARNINGS 


CONSOLIDATED 
STATEMENT 

OF 

CHANGES 

IN 
INVESTMENTS 


r 


MITED 


NDED JUNE 30, 1976 (UNAUDITED) 


Financial income including interest, fees, trading gains and dividends......... 


Equity in net earnings, before extraordinary gain, of associated and 
unconsolidated subsidiary companies .......---.. 2.6.0.0. ccc c ee ee renee 


Gross revenue includingiequityearnings 00 Jiidicck oak te gk eels ess 


Expenses (including $193,000 income taxes; 1975 - $271,000) ................ 


Earnings before net gain on disposal of investments and extraordinary gain ... 


Net gain on disposal of investments (after $125,000 income taxes recoverable: 1975 - $978,000 expense) .... 


Extraordinary gain representing net profit on disposal of investment properties 
by unconsolidated realestate subsidiary .... 20/02. 6.-en et lanes se... [ie 


Netiearnings forthe perlodi.ers ioc tteae ss ee ut aioe ras ate lh es 


Retained earnings at beginning of period ........... 0... ccc eee nee 


Earnings per share 
Earnings before net gain on disposal of investments and extraordinary gain 


Net gain onidisposallofinvestments (i 85i.).2. ak Seales ads es. ee 
Extraondinany Galli y-.tas ea altoeroe: Posaarktakts ina tide gables ehoene cde) je. os 


ToOtalifortheiperiOdie 47 1rasstaiee Pies ee te Pee that geet a 


Weighted average number of common shares outstanding during the period 


. 


Source of investment funds 


Eakminosarom Operations: hie renee eu man Late mutate dic teia csi le voc «4 AMINO BU SERBS hig aid iyandee’s oust <b 
Less equity in net earnings, before extraordinary gain, of associated 
_ and unconsolidated subsidiary companies net of capital gains tax .......... 2.2.2 
Decreasetinicashrand Short-term Geposits) bo ha bode sie sconces te + a 5 ARORA RIOR AL Vel a ila tla 
Decreaseiin trading Securities’ Soon Assit ea gra stn tifatecre bine y 4/0 sn 0 +o he eRe reD et ateha roles os h: £1 el 
Repayment of short-term advances to relatedicompamies’ 0%... «0...» (RMR eerste slob ieee a shove oe Sates 
Proceeds On: disposal OfMVESIIMICING Cay tase pete tet oie dn! o> | Se Peer ee ei Se ee EE OL 
Dividends from associated and unconsolidated subsidiary companies ............... 00. c cece eee eee 
Increase in. accounts pavable ei nlc ade) tas as Rivas hid uk cs oe] hee week lek eian eels aod 
Miscellaneous (Metiteit ne meet tees atte Be Res oe er Arete ere) Boles By ee 
Deduct: 
Company's shares held by a subsidiary at date of acquisition. .......-..... eee cee eee 
Less excess of net tangible assets acquired over purchase price of Company's 
investment in/shares ofthe SUDSIGIANy Whe cece a thse is poses + + AORN tenes fore tae die 
Decrease im acCCOUMS DavVaDleLa rn sem anwar se Ae Sec hatis 04's ++ +e dee brcnads fe mets wend de 
Decrease lin income tax Pavabley eka tease hee Ae sherds cies ote > + OER paee Bete oa ryt hstae ..hecsu> 
Pivigends paid x5 oa tae eee te aed Se Adee Meili daia Seis le so + + {/ De boer les Bsr ens Waits Bi vce. ns 
MiscellaneoUs inet ia saneem siete beeh sain ir ne thy ec. wl bicre o sla + oo + 6/7 iI Red nie 2 ome As ph 


Funds usedfOrinvestMeNiS ). 2.4 icy ce clinton ea beaistas eds oo as Ye Perch ee. SB Bye 


Investments atibeginning/ Of pened). 2b. se anno ecci tps s dey aes snes + UR tee OLA os apche Boss 


Add (deduct): 


Equity in net earnings of associated and unconsolidated subsidiary companies less dividends received ... 
Carrying amount of investments sold t4c2):)425 «bt jhty artes Avie. 2s. + lS Bee aco Brel. Oe ls wurel es 
Increase in provision for decline in market value of investment portfolio .......... 02. eee eee 


investmentisat end onipenOa yi. 5.6. act h va de bet behets con's bee + te eee Bre enol larat fe) Ghote He 


Note: The 1975 figures have been restated to reflect the adoption during that year of a change in accounting practice, 


Increaselin;eashiand'short-term/GepositS = Pownce ccamo ee bose f+ oS Re Ge tae wide tects y bs 
Repaymentof bank: iIndebtedness:anditermilOan ot teak eae + +: LMR en sted arab maid wise P5008 


capital gains taxes on equity adjustments of associated and unconsolidated subsidiary companies. 


1976 1975 

(note) 
$ 805,285 $ 1,115,400 
415,000 1,318,000 
1,220,285 2,433,400 
758,598 1,221,414 
461,687 1,211,986 
188,746 3,266,519 
: 4,455,663 
650,433 8,934,168 
21,035,575 14,060,473 
21,686,008 22,994,641 
373,693 559,265 
$21,312,315 $22,435,376 

$ .25 $ .43 

10 PVE 

bs 159 

$ 35 $3.19 


1,868,466 


2,798,466 


$ 461,687 $ 1,211,986 
358,000 1,087,912 
103,687 124,074 

3,833,553 - 
860,239 110,725 
540,280 411,976 
373,133 23,743,834 
175,500 4,316,767 

246,581 
= 313,177 
5,886,392 29,267,134 
= 13,650,565 
= 1,204,450 
= 12,446,115 

1,375,910 - 

1,324,844 822,084 
373,693 559,265 
12,609 = 

= 7,109,710 
- 4,690,000 

3,087,056 25,627,174 

2,799,336 3,639,960 

22,295,955 34,244,061 
182,500 1,226,808 
(250,337) (19,498,945) 
(59,000) % 

$24,968,454 $19,611,884 


on aretroactive basis, to accrue 


PRESIDENTS REPORT 


TO THE SHAREHOLDERS 


Interim Results 


Consolidated earnings before net gain on disposal of 
investments and extraordinary gains for the six months 
ended June 30, 1976 were $461,687 (25¢ per share) as 
compared with $1,211,986 (43¢ per share) for the same 
period of 1975. The 1975 first half results include the 
Company’s interest in the earnings of Peoples Depart- 
ment Stores, Alpa Industries and the two Vancouver 
office buildings owned by Slater, Walker Properties. 
These investments were sold during 1975 and this for 
the most part accounts for the lower earnings of 1976. 


Gains on disposal of investments were $188,746 (10¢ 
per share) in the six months under review compared 
with $3,266,519 ($1.17 per share) in 1975. However, the 
1975 gain reflects the substantial profit on the sale of the 
Peoples Stores investment. 


Asset Value 


Shareholders’ equity at book value increased slightly 
from $15.03 per share at last year end to $15.18 per 
share at June 30, 1976 after the 20¢ per share dividend 
paid in March 1976 and shareholders’ equity at indi- 
cated market value similarly increased from $14.41 to 
$14.65 per share during the six months period. In the 
view of your management, the true underlying value 
per share of the Company is slightly in excess of the 
book value. The Company continues to show good 
liquidity and a strong financial position. 


Recent Events 


As reported to you in the 1975 Annual Report, the 
Company increased its holding in Redlaw Enterprises 
Inc. from 40% to 61% at the end of March and in April 
acquired a 50% interest in Toronto Carpet Manufactur- 
ing Company Limited. Redlaw is still in a very strong 
cash position and Toronto Carpet is performing better 
than we expected at the time of acquisition. 


In July 1976 the Company announced the sale of its 
75% interest in Venus Esterbrook Canada Limited for 
$855,000 which is slightly in excess of the carrying 
value of this investment. This transaction closed 
on August 10th and the cash proceeds further 
strengthened the Company’s liquidity. 
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On August 19th, the Company announced that agree- 
ment in principle had been reached for the disposal 


of its 39% interest in C. F. Haughton Limited. This 


complex transaction which will see the Haughton 
company repurchase our shareholdings, will result 
in the proceeds of $2.7 million being treated as a 
tax-free dividend. 


Outlook 


In the current cloudy economic climate in Canada, 
your management is taking a very cautious view of new 
investments so as to protect the substantial asset base 
that has been built up over the past few years. 


On behalf of the Board of Directors 


WY 


Robert Smith 


August 27, 1976 Chairman and President 


